Introduction
In our days, the investigation of United Kingdom's economic development is important not only because of the country's role in world economy but perhaps still more because the economic policy hallmarked by the names of Margaret Thatcher and Tony Blair serves in many respects as a model for other countries including Hungary and Serbia. To what extent have Thatcherism and Blairism proved effective in their motherland? This is the question to be answered by the present paper relying on a statistical analysis and then on models of mathematical economics and an econometric investigation covering more than half a century of British economic development from 1950 to 2005. Thus, the results of the Thatcherite and Blairite periods are comparable with both each other and the preceding period since the early 1950s.
In specialist literature, Spencer (1984) evinced that the finding of oil in the North Sea had had very little effect on the exchange rate until the late 1970s. Bean and Crafts (1995) , analysing the post-war growth performance of British economy, emphasised the role of government policy and institutions. According to Middleton (2000) , that performance can be understood in terms of a complex interaction of market and non-market failures. The United States and major countries of continental Europe "overtook" the British economy primarily by transferring resources from low productivity agriculture into more efficient manufacturing and services. Booth (2001) stated that over the course of the twentieth century, the British economy had not performed badly, either relative to its growth potential or the actual record of comparable economies, and denied that enterprise culture had suffered from any kind of pathology. Card and Freeman (2002) emphasised that the reform process begun in 1979 had made Britain more market-conform than its European competitors and halted the almost century-long economic decline. Crafts and Mills (2005) ascertained that total factor productivity in British and West German manufacturing between 1950 and 1996 was initially put back by a rising supply price of capital goods, the problem which largely disappeared in the later globalisation period.
Main characteristics of economic development and economic policy
Britain's post-World War II economic development in respect of economic policy can be divided into several phases.
Prior to 1979, the economic policies of alternating Conservative and Labour 1.
governments were based on the French tradition of state planning and control as well as on the German tradition of close co-operation between capital and labour. The public sector created by Labour was practically left untouched by the Conservatives.
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The election of May 1979 was won by the Conservative Party, which 2.
laid the main emphasis in economic policy, instead of full employment, on financial stabilisation, offering a new, neo-liberal model for Europe. The ThatcherMajor government reduced the income tax and subsidies to businesses, limited the influence of trade unions, began the deregulation, abolished foreign exchange controls, and greatly facilitated the international integration of financial markets and production. Its wide-ranging privatisation programme covered the oil, steel, automotive, aerospace and food industries; manufacture of computers; telecommunications and postal services; railway transport; electricity, gas and water supply, as well as the sale of public housing to tenants. The sale of public corporations, along with the tax and pension reforms, made it possible to create a "shareholder democracy", though in certain cases a small portion of share ownership, for strategic or political reasons, remained with the state. More efficient management resulted in diminishing costs and intensifying competitiveness. At the same time, privatisation led to the loss of tens of thousands of jobs in coal mining and steel industry, as well as to underinvestment and a decline in the quality of services in transport.
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In May 1997, an electoral victory was gained by the renewed Labour under 3.
the leadership of Tony Blair, which previously had already broken with the traditional leftist ideology championing nationalisation and envisaged the creation of a society where power, wealth and opportunity would be in the hands of the many, not the few, and the enterprise of the market and rigour of competition would be joined with the forces of partnership and co-operation. This centrist New Labour essentially pursued the previous Thatcherite course in the field of privatisation and deregulation, as well as in transforming the health service, education and the pension system, but also carried out several new reforms on the basis of public-private partnership. The Blair government has created a special training and employment system called the New Deal of rights and responsibilities that achieved notable results in the field of employment policy and embraced a policy of redistribution to the less welloff. This model originally restricted monetary policy solely to the goal of price stabilisation and opposed any attempts by the monetary and fiscal authorities to influence production and employment. 5 The measures of monetarist economic policy based on free competition are productivity, efficiency, competitiveness and profitability. 6 To reduce the social inequalities that had increased in the course of Thatcherite reforms, the New Labour announced the "third way" rejecting both the social insensitiveness of neo-liberalism and the traditional nationalising aspirations of the Left. 7 How have the economic policies characterised above affected Britain's economic development? In this part, we are to search for an answer to that question with the help of a statistical analysis, keeping in view that a successful economic development is characterised by a rapid and efficient economic growth, as well as by ensuring the existing or restoring the upset economic equilibrium.
The success of an economic policy can be described by indices constructed with the aid of basic macro indicators. 8 The structure of these indices is such that their negative values are favourable, whereas the positive ones are unfavourable. Among the indices figure the average annual growth rate of GDP, as the most important characteristic of economic growth, and the four basic indicators connected with economic equilibrium: inflation (consumer price index), the rate of unemployment, 9 the general government and the current account balance in percentage of GDP (see Table 1 ). Veress (1997), pp. 239-240. 9 Inflation and unemployment exert a particularly great influence on public opinion, therefore, as indicated below, can also be considered as components of the so-called misery index. Mitchell (1988), pp. 584-586, 592-593; Harper (2006), pp. 15, 22, 111, 290; Eurostat, (2006), p. 75. What conclusions can be drawn from investigating the period 1950-2005?
The rate of economic growth in Britain's economy as compared to other 1.
developed countries was not slow. It is a significant result that, in the period of Blairite economic policy, the decelerating tendency stopped and, what is more, changed into acceleration.
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Neither the pre-Thatcherite nor the Thatcherite economic policy managed to 2. bring down inflation to a level corresponding to the Maastricht criteria, yet it was accomplished in the Blairite period.
The previously low unemployment significantly increased in the second 3.
period. On the other hand, in the Blairite period, it considerably diminished, though it was still higher than in the first period.
In the second period, the general government balance changed from positive 4.
into negative, but remained within the Maastricht criteria. In the Blairite period, the deficit significantly decreased.
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In the second and third periods, the current account balance became somewhat 5.
more unfavourable but did not create serious difficulties. The government's popularity reached the highest level in the Blairite period, 6.
when not only had growth speeded up, but economic equilibrium was also improving (see Table 1 ).
In the process of economic development, the structure of Britain's economy underwent a change (see Table 2 ). The weight of agriculture and industry (mining; manufacturing; electricity, gas and water supply) significantly lessened, whereas that of services considerably increased, which, among others, was related to the expansion of computing systems and software, management consultancy, advertising and market research. The transformation of the energy sector was connected with self-sufficiency achieved in terms of crude oil and natural gas and with the decline of coal mining. Within manufacturing, the fastest-developing sectors have been chemicals and electrical engineering. The growth in motor vehicle production has occurred among foreign-owned, especially Japanese, companies investing in the United Kingdom. The steel industry, after a period of restructuring following privatisation, substantially increased its productivity, output and exports during the 1990s. Textiles, clothing and footwear have been in decline because British companies have faced increasing difficulties competing with imports from Asia. Employment in agriculture has declined steadily in spite of the efforts to create alternative employment opportunities in rural areas. in Japan, 443 in the euro zone, while the world average was merely 139. 13 Thus, it can be asserted that the British model has, in the given respect, facilitated the achievement of internationally advanced results. In foreign trade, traditionally pivotal to the British economy, the joint share of exports and imports in GDP rose from 45.4 per cent in 1950 to 56.2 per cent in 2005.
14 At the same time, under the conditions of a relatively rapid growth in world economy, the United Kingdom's share in world trade contracted from 11.7 to 4.1 per cent, whereas the country's share in EC/EU trade declined from 15.6 per cent at the time of accession in 1973 to 11 per cent in 2005 (Table 3) In the commodity structure of UK foreign trade, large-scale changes have occurred since the 1960s primarily in terms of imports: the share of agricultural produce, crude materials and fuels radically diminished, while that of manufactured 15 Dinan (2000), pp. 511-512; Gillingham (2003), pp. 161-169, 176-178. goods, first of all machinery and transport equipment, augmented from just onethird in 1960 to more than four-fifths in 2004. All this was connected with a successful development of agriculture, oil and gas production, as well as with the intensifying world economic competition in the field of manufacturing. In exports, the share of manufactured goods has barely changed, corresponding to the more than 80 per cent level typical for developed countries (Table 5) . An important feature of today's globalising world economy is the increasing cross-country and cross-regional flows of direct investment. It is well perceptible from data in Table 6 . We can see that, in comparison with the years preceding the Thatcher era (1961) (1962) (1963) (1964) (1965) (1966) (1967) (1968) (1969) (1970) (1971) (1972) (1973) (1974) (1975) (1976) (1977) (1978) , capital imports and exports expanded by leaps and bounds in the formative period of the British model, which is valid not only for the United Kingdom, but also for the other developed countries and regions of the world (euro zone, EU-15).
What was the role of capital imports and exports in Britain's economic development?
As ascertained from Table 6 , in the period 1961-2005, direct investment outflows were more than one and a half times larger than the inflows. The cumulative net balance amounted to nearly $500 billion. Therefore, this factor may have rather decelerated than accelerated UK economic growth.
17 As also seen from Table 6 , whereas in the case of Britain, similarly to Japan, net capital exports dominated to the end, it took a turn for the United States. Until the oil price explosion of 1979, the US had been a net capital exporter. But thereafter it became a net capital importer, though not in a too large measure.
How was direct investment stock distributed by economic activity? As seen from Table 7 , UK capital imports were earlier connected mainly with manufacturing and later with services, the weight of manufacturing having greatly decreased. The situation developed on the whole similarly for capital exports, too.
In 2004, Britain's most important partners according to their share in the inward and outward direct investment stock were the United States (22.6 and 33.1%), the Netherlands (20.4 and 13.1%) and Luxembourg (12.3 and 1.8%). At the same time, the EU-15 together accounted for 45.4 per cent of UK capital imports and for 52.5 per cent of capital exports.
18
In the developed countries, international capital flows are not only an additional source of investments but also a means of economic expansion, high-technology exports, pressing comparative advantages and, together with that, an efficiency 
The growth mechanism and the British model
Economic policy affects the functioning of growth mechanism in many fundamental respects: encourages or retards the mobilisation of economic resources, i.e. capital and 1.
labour, the increase in their quantity and the improvement in their quality (e.g. education); creates such conditions that contribute or do not contribute to the optimal 2. allocation and efficient use (privatisation, nationalisation) of factors; shapes or influences the international conditions of economic growth 3.
(integration and currency policies, etc.).
Mindful of all that, the efficiency of the British model in the given respect can be evaluated from the viewpoint, as already discussed above, whether it has accelerated economic growth, increased economic efficiency and employment. In our days, it is mostly the investment-and export-led economic growth that is considered as efficient and, accordingly, the economic policy encouraging a more rapid growth of investment and exports than of gross domestic product 19 Erdős (2006), p. 18.
(GDP). 20 This is, however, a not sufficiently comprehensive and adequate criterion to our mind. Data on the British economy show (see Table 8 ) 21 that economic development in all the three periods met the requirement at issue. At the same time, we have already seen that the results differed a lot.
Models of mathematical economics, namely production functions, open the door to an approximate mapping of the functioning of growth mechanism and, as a result, to the investigation of the role of fundamental factors determining economic growth. Here we are searching for an answer to the question whether the different efficacy of diverse economic policies can be demonstrated with the help of such models. Let us see from this viewpoint the neoclassical model widely used today. 22 In this model, the elasticity of output by time (λ), the socalled total factor productivity (TFP), is the indicator expressing the effect of technical progress on economic growth and productivity. From its change, with certain reservations, conclusions can be drawn about the impact of economic policy, in our case the British model, on economic growth. The reservations are primarily connected with the fact that in the model, human capital is not taken into consideration; therefore, the deviations of TFP may derive, not for a little part, from the differences, changes in magnitude of human capital. How did total factor productivity change in Britain's economy (Table 9 )? In the table, the dynamics of world-market oil price is also shown with one-year lag. This indicator will be needed in the next part of the paper.
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The standard neoclassical model (Solow 1956 ) can be written down in the following form:
where Y is output, A o is a multiplier of efficiency, K is fixed capital, L is labour and t is time. For variables, for the sake of simplicity, the t index was not written out. ∆t is the number of years (t-t o ) elapsed from some initial moment (t o ), α, 1-α and λ are the elasticity of output by fixed capital, labour and time, respectively. The model assumes that, in a situation of equilibrium, the parameter α corresponds to the profit share, including the share of amortisation in the GDP, which regarding the developed countries is usually taken as 1/3. We proceeded that way in the course of our investigation, too.
In manufacturing, the value of TFP was mostly much higher than in the total national economy. This is not a British peculiarity, experience shows that the situation is similar in other countries. The cause is the role of human capital, first of all the activity of scientists and engineers engaged in research and development (R&D), which is today relatively most intensive in certain fields of manufacturing, namely in engineering and chemicals.
It is presumably in part the increasing weight of human capital with which the tendential growth of the value of TFP in the British economy is connected. The latter, however, is not a general phenomenon: in several developed countries, e.g. Japan and Germany, just the opposite tendency can be observed. 23 Therefore, in this respect, the positive impact of the British model can be assumed. At the same time, it is apparent that TFP in the Thatcherite period grew only in manufacturing, though to a relatively large extent, while at the level of national economy it somewhat diminished. A favourable change in both fields occurred in the period of Blairite economic policy.
On the basis of the outlined, it is obvious that a more accurate result can be obtained with a growth model considering the role of human capital, namely education and R&D, too. This has been attempted by the endogenous growth models. 24 The solution is made difficult by the fact that human capital, first of all education, is not to a little extent a factor of complementary character, its effect is interwoven with physical capital. Here we are to utilise an endogenous model 25 reckoning with the effect of both education and R&D, as well as learning by doing; and being, at the same time, similarly to the neoclassical model, homogeneous of degree one. It also enables us to compare efficiency and productivity, respectively, to the international level, to the results that would be ensured by some factor combination in the case of world-level efficiency, since the parameters of the model were determined on the basis of a worldwide investigation using data on 131 countries, so in such a sense, a world model is at issue.
The general form of the model is: Y = gM exp[F K (G I +G M + G HR )]
, where Y is the volume of output, namely GDP and value added, respectively, in dollars, at purchasing power parity (PPP), M is the number of working years, the parameter g is the output per working year produced without fixed capital, 
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See e.g. Romer (1986 Romer ( , 1994 ; Lucas (1988) ; Mankiw et al. (1992) ; Barro and Sala-i-Martin (2004) . For a critical evaluation of endogenous models, see Solow (1994); Jones (1995 
Putting the data on UK economy (see the Appendix) in relation (1), ∆ε characterises the deviations from the world level. The results of investigation for the national economy are contained in Table 10 . and for manufacturing in Table 11 . What conclusions can be drawn from the empirical results obtained with the endogenous model? The most important statements can be made considering the deviations from the world level (∆ε).
Regarding the entire investigated period, the efficiency of British economy at 1.
the macro level was slightly higher and in manufacturing somewhat lower than the international one. The results of the period before 1979 were in both fields more unfavourable 2.
than the world level, particularly in manufacturing. The Thatcherite period brought a substantial improvement in the case 3. of manufacturing; while national economic efficiency was significantly worsening.
In the Blairite period, the situation turned round: the macroeconomic efficiency 4.
exceeded the international level, whereas in manufacturing it became to a certain extent lower than the latter.
The role of human capital, namely the combined effect of education and R&D (ΔF K G HR ), was especially significant in manufacturing. Here, regarding the whole period, it ensured approximately one-fourth of productivity growth. At the same time, in the partial periods, its weight was tendentially increasing and, in the Blairite period, has already resulted in nearly two-fifths of rise in productivity. In the endogenous model, one more important factor connected with human capital is explicitly taken into consideration, namely the effect of learning by doing (in the function G I ), which on applying relation (1), does not appear separately in the empirical results. Its role in the British economy was also considerable. The changes in the rate of economic growth have already been discussed. As seen from the data above, the increase in manufacturing productivity was most rapid in the Blairite period, too, exceeding not only its average, but also the results of both preceding periods. (Table 12) . A general regularity, valid in the investigated period for the UK economy, too, is that fixed capital grows more rapidly than the number of employed; thus, capital intensity, K/L, becomes higher. A fundamental condition of rising capital intensity is the R&D activity and the more developed technology created by this means simultaneously necessitating the employment of a more qualified workforce.
As seen from Table 12 , regarding the mobilisation of workforce resources, the Blairite period was the most successful. Also in that period, education increased relatively most rapidly; as well as, in relation to the previous period, the number of scientists and engineers engaged in R&D. On the other hand, the growth of fixed capital, unlike investment, is of a slightly decelerating tendency, mainly because technical progress necessitates a quickening replacement of capital, which makes use of an increasing part of investment. Overall, it seems probable that, in terms of the mobilisation of economic resources, it was the economic policy of the third period that proved relatively best.
The role of international economic conditions and economic policy
In today's globalising world economy, economic growth is, not to a little extent, affected by international economic conditions. This effect in respect of individual countries prevails in different ways and degrees, as a function of the country's endowments (e.g. whether it possesses significant oil and natural gas resources) and economic policy. Our investigation led to the result that Britain's economic growth was significantly affected by world-market oil price formation. At the same time, the exchange rate, namely that of the national currency against the dollar, according to the regression analysis, did not prove a significant factor, unlike e.g. Japan and Germany, which presumably is chiefly connected with the fact that UK foreign trade takes place for the most part with the help of not the dollar but the pound sterling.
The world-market energy prices, notably the rising crude oil and associated natural gas prices, today significantly affect the terms of trade, deteriorate the situation of oil-and gas-importing countries, rearrange the internal price conditions, alter, mostly unfavourably, the profitability of enterprises and, in connection with all that, retard economic growth. In the case of the British economy, possessing significant oil and natural gas resources, the change in the terms of trade was not considerable, whereas the rearrangement of price conditions substantially influenced growth, especially in manufacturing.
Mindful of the outlined, we have examined how great the role of world-market oil prices and other factors in the UK economy was in the trends of GDP, investment and manufacturing value added (MVA) in the period 1950-2005. We set out from the fact that the change rate of GDP, investment and MVA, respectively, equals the rate that would have been achieved had the world-market oil prices not changed in relation to the base year, namely to 1950 (n T ), 28 as well as the modifications caused by oil price changes and other factors. For GDP as a dependent variable, relation (2) was used. An analogous model was applied with respect to investment and MVA.
In the model, Y t is the volume of GDP in the reference year, Y to is that in the base year, n T , n o , n oΣ are the parameters of the model, Δt = t-t o , P ot is the world-market oil price index (1950 = 1), 29 ln is the sign of natural logarithm and ε is a logarithmic residual. The parameter estimation was made by the ordinary least squares (OLS) method on the basis of annual data for the period 1950-2005 (55 observations). The results of regression analysis are contained in Table 13 . 28 Such a growth rate is called the equilibrium one. A conditional equilibrium is at issue which, depending on conditions, may imply different growth rates by country.
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As referred to earlier, we reckon with one-year lag in connection with the world-market oil price. What conclusions can be drawn from the investigation?
The accuracy of estimation is very favourable: the determination ( 1. R 2 ) in the case of GDP is more than 99 per cent and, in terms of the two other indicators, it is also above 95 per cent. The parameters are significant. The 2.
deviations from equilibrium growth are connected negatively with worldmarket oil price formation. It is the price change in the preceding year that is effective to a relatively largest extent, but a substantial role is played by the cumulative effect of oil prices, too. In the British economy, the world-market oil prices have retarded more the 3.
growth of investment and MVA than that of GDP.
Using relation (2), one can examine more closely how the world-market oil prices affected Britain's economic growth and how great the role of other factors was. The results of investigation are contained in Table 14 . As seen from the empirical results, in several periods, a significant role was played by the other factors behind which mostly economic policy effects can be supposed. In the Blairite period, a positive effect is observable for the GDP and still more for investment. In the Thatcherite period, there was a positive deviation in the case of investment, whereas the rate of economic growth was reduced by the effect of other factors. On the basis of empirical results, it is also likely that economic policy did not manage to substantially influence the growth rate of manufacturing in a positive direction after 1979. The meaning of variables of the intensity functions (see below) has already been given above, n K , n H , n R , n Z and n O are normalising coefficients, ln is the sign of natural logarithm. The values of variables mostly refer to the year t; the time index, for the sake of simplicity, is put out only in the case of retarded effects. For the economic justification of the model and the method of parameter estimation, see Simon (2005) . Among the countries drawn into the investigation, the United Kingdom figured together with 130 other countries, therefore it did not influence considerably the obtained parameter values.
Functions of the endogenous model

